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India’s Labor Reforms - A Shift Towards Modernization and Inclusion

India’s labor market, governed by an intricate web of nearly three dozen central and state laws
dating back to the colonial erq, is undergoing its most significant overhaul since Independence. The
government has consolidated 29 Central labor laws into four comprehensive Labor Codes, which were
notified on November 21. With the Centre expecting them to be fully operational by the beginning of the
next financial year (FY 2026-27), these codes are set to fundamentally redefine the relationship between
employers, employees, and the state, particularly in the context of the rapidly expanding gig economy.
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Explaining the Four Labor Codes

The four Codes are designed to simplify compliance, enhance social security, and harmonize India’s

labor ecosystem.

1. The Code on Wages, 2019 - This Code replaces four laws related to wages and bonus payments. Its
primary goal is the universalization of minimum wages for all employees across organized and
unorganized sectors. It introduces a National Floor-Level Wage, ensuring that no state can fix
minimum wages below this threshold, thereby reducing geographical disparities and strengthening
the right to fair compensation.

2. The Industrial Relations Code, 2020 (IRC) - Replacing three laws, the IRC aims to bring flexibility to
the labor market. It mandates that employers must provide formal appointment letters to all
employees. Critically, it increases the minimum workforce threshold for seeking prior government
approval for layoff, retrenchment, and factory closure from 100 workers to 300 workers. This move,
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while criticized by unions, is intended to provide businesses with the flexibility to scale up operations
without the fear of rigid exit rules.

3. The Code on Social Security, 2020 (CSS) - This is the most transformative code, consolidating nine
laws related to social security. Its main goal is the universalization of social security benefits,
regardless of the size of the establishment or the sector. It is notable for legally recognizing gig and
platform workers for the first time.

4. The Occupational Safety, Health and Working Conditions Code, 2020 (OSH) - This Code replaces 13
laws related to safety and working conditions. It mandates better health and safety standards in
workplaces, defines rules regarding annual leave, and introduces flexibility in working hours, allowing
for a 12-hour workday (with compulsory overtime pay) provided the weekly limit remains at 48 hours.

Significance in the Context of Labor Welfare

The new Codes mark a paradigm shift, moving the focus from restrictive regulation to inclusive
welfare.

Universalization of Rights - The Codes provide a statutory right to minimum wages and timely wage

payments to all workers, formal and informal, something previously limited to specific "scheduled”

employments.

Flexible Working Conditions - The provision for a 12-hour workday (up to four days a week), balanced

by a 48-hour weekly cap and three mandatory paid holidays, aligns India’s labour laws with global best

practices, offering flexibility to both employers and workers.

Expansion of Social Security - The government aims to extend social security coverage to 1 billion

workers by March 2026, up from 940 million currently. This expansion is crucial for providing a safety net

in a country where a vast majority of the workforce remains in the informal sector.

The New Labor Codes and the Gig Economy

The rising gig economy—fueled by e-commerce, food delivery, and quick commerce—is a central
focus of the reforms. India had about 10 million gig workers in 2024-25, a number projected to rise to 23.5
million by 2029-30.
Recognition and Entitlements - The CSS Code recognizes gig and platform workers as a separate
category, bringing foot-soldiers gig workers like the deliverymen, under a framework of protection for the
first time.
Welfare Provisions - The Code empowers the Central government to frame welfare schemes for this
category, covering critical needs like health, pension, education, and disability cover—benefits previously
inaccessible to them.
Funding Mechanism - The Code includes provisions for a Social Security Fund for these workers,
potentially requiring contributions from aggregators (the platform companies). This is a crucial step
toward recognizing their contribution to the economy and providing them with basic entitlements.
Problems in Enforcement and Gaps

Experts caution that the success of the Codes hinges entirely on their execution, which faces
several hurdles -
Concurrent Subject Conflict - Labor is a concurrent subject, granting states the flexibility to adapt rules
to their local contexts. This has already led to significant divergence in state-framed rules, potentially
undoing the goal of a unified framework and creating a "maze of rules” across state lines.
Exclusionary Thresholds - The Codes fail to lower the threshold for mandatory coverage under the
Employees’ Provident Fund and Employees’ State Insurance (currently 20 and 10 workers respectively). By
maintaining these high limits, the OSH Code, for example, risks excluding nearly 80 per cent of India’s
labor force, which comprises home-based, micro-enterprises, and informal workers.
Weak Enforcement Record - Enforcing minimum wages has been historically weak (e.g., up to 70 per
cent of construction workers were reportedly not paid minimum wages in 2022). Without strengthening
inspection and enforcement systems, ensuring compliance in the sprawling informal sector remains
questionable.



P.L. RAJUPSC MAINS Q & A — DAY 48

Gig Worker Contribution Clarity - The mechanism for tracking contributions for gig workers and the
process for disbursing benefits remain unclear, raising concerns that the system could become a new
bureaucracy, ineffective in reaching the intended beneficiaries.
Digital Divide - The Codes place heavy reliance on digital compliance, electronic filing, and online
grievance systems. This could potentially burden small businesses and MSMEs lacking the necessary
digital capacity.
Suggestions and Way Forward

To realize the Codes' transformative potential, the following measures are essential -
Harmonization of State Rules - The Centre must work closely with states through the Labor Ministers’
conference to ensure uniformity and harmonization in state-specific rules, preventing regulatory
arbitrage and a maze of differing regulations.
Strengthening the Inspectorate - The shift from ‘Inspector’ to 'Inspector-cum-Facilitator' must be
supported by adequate staff training, technology, and autonomy to ensure both guidance and robust
enforcement, especially in the informal sector.
Simplified Digital Platforms - The government should develop extremely simple, mobile-first digital
compliance systems tailored for small businesses and platform aggregators to ease the compliance
burden.
Transparent Gig Worker Board - The proposed 'gig workers board’ must ensure complete transparency
regarding the collection and disbursement of welfare funds, learning from past failures and
guaranteeing that benefits reach the workers efficiently.
Conclusion

The four Labor Codes represent a bold and necessary move to modernize India’s labor laws,
offering a comprehensive framework for welfare, especially for the previously ignored gig workers.
However, legislative intent is only the first step. The true test of these codes—and the fate of millions of
workers of unorganized will depend on the efficiency, commitment, and uniformity of their enforcement
across the complex federal structure of India. The government must iron out the creases in the rule-
making process to ensure that these reforms genuinely translate into dignity and security for every
worker.
Main Practice Questions
1. “Critically evaluate the new Labor Codes’ potential to universalize social security for gig workers,

contrasting its legislative intent with the structural hurdles of concurrent jurisdiction and low
enforcement capacity”.

Answer Guidelines

The answer should dissect the reforms’ dual nature - the progressive inclusion of gig workers
versus the systemic challenges of federalism and implementation.
1. Introduction - Legislative Intent (Approx. 50 words)
Define the Shift - Identify the core reform (consolidation of 29 laws into four Codes, focusing on Social
Security Code, 2020 - CSS).
Intended Goal - To move from fragmented, restrictive laws to a unified, welfare-centric framework, with
the key target being the extension of social security to the vast informal sector and the emerging gig
economy (projected to reach 23.5 million workers by 2029-30).
2. Body
1. Analysis of Intent - Universalizing Social Security (Approx. 120 words)
Recognition of Gig Work - Highlight that the CSS Code legally recognizes gig and platform workers for
the first time, bringing previously excluded foot-soldiers under the protection framework (health,
pension, disability).
Funding Mechanism - Mention the provision for a Social Security Fund for gig workers, potentially funded
by contributions from aggregators. This signifies a progressive move toward employer accountability in
the digital economy.
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Universal Rights - Briefly note the universalization of rights like minimum wages and the introduction of
better working condition rules (like the 48-hour weekly cap under the OSH Code), benefiting all workers.
2. Structural Hurdles and Gaps (The Concurrent Subject Challenge) (Approx. 130 words)

Concurrent Subject Conflict - Explain that Labor is a Concurrent Subject, allowing states to notify their
own rules. This leads to divergence in state rules, undermining the Codes’ primary goal of uniformity.
Example - A worker's benefits may differ across state lines, creating a "maze of rules” for compliance and
enforcement.

Enforcement Capacity and Record - Argue that legislative changes are useless without capacity.
Historically, the enforcement of minimum wages has been weak (up to 70% non-compliance in some
sectors). The new Codes must strengthen the 'Inspector-cum-Facilitator' role.

Exclusionary Thresholds - Point out the structural flaw of maintaining high thresholds for mandatory PF
and ESI coverage (20 and 10 workers respectively). This excludes nearly 80% of the workforce, including
micro-enterprises and home-based workers, from the full social security net.

Digital Divide - Note the reliance on digital compliance systems, which can burden small businesses
and the vast number of digitally illiterate informal workers.

3. conclusion and Way Forward (Approx. 50 words) - Conclude that the Labor Codes represent a
necessary but incomplete revolution. Their success depends less on the Central Act and more on the
uniformity, commitment, and capacity of state governments to frame clear, harmonious rules and
deploy effective, technology-backed enforcement mechanisms that truly reach the most vulnerable, like
gig workers.



